









APRIL 1933 


vine Real Kstate 
ANALYST 


SAINT LOUIS EDITION 
































—— 





REAL ESTATE ACTIVITY 


IN ST. LOUIS AND ST. LOUIS COUNTY 


































































PERCENTAGE ABOVE NORMAL 














NORMAL 


ae \ 
\ U 
1 f 

\ 


ro) 


y ‘ — 
| # IN AMERICAN BUSINESS 

l AS COMPILED BY COL LEONARD P AYRES 
TY OF THE CLEVELAND TRUST CO | 


) & 24 Mt Lt bt a 
ce | | | 
~- | | | 
+ 











Nu 
oO 





Ww 
o 





THIS MONTH -473% BELOW NORMAL \ 
LAST " -43.9 " “ i\ 








i 
oO 
PERCENTAGE BELOW NORMAL 











YEAR AGO -352 " . V 
| 


~ 601 | | ee ee ee ee a 1 50 
93 1914 195 1916 1917 1918 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1929 1930 1931 1932 1933 








an opinion which we believe will be borne out by the facts. That it was the 

worst month ever experienced by Saint Louis real estate interests is a fact ca- 
pable of measured proof. Only once since the Civil War has our Real Estate Activity 
chart gone further below normal than it did last month. In October, 1918, it declin- 
ed to 48.4% below normal. At that time, however, foreclosures were only a7 1% as high 
as they were last month. 


T= March, 1933, was the worst month ever experienced by Saint Louis business is 


We are not alarmed at this new low record as many indicators suggested 
a that lower levels were inevitable before recovery could come. In the Real Estate An- 
{ alyst of February, we pointed out the possibility of the United States being forced 
to suspend gold payments. When this occurred one month later it cleared the atmos- 
[ phere. We believe that now recovery rests almost entirely with the administration in 
Washington. If issues are squarely and decisively met with intelligently corrective 
legislation, the worst of the depression is behind us. 


THE MONTH'S CHANGES AT A GLANCE 


The indicators at the bottom of the page will show at a glance the month's 
changes in conditions. The position of the arrow head shows the movement during 
the month - up indicating improvement and down, decline. 
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OUR MONEY AND CREDIT PROBLEM 
j A Franklin Roosevelt adopted the campaign slogan of “the new deal”, he probab- 

ly did not expect the thorough reshuffling of the deck which immediately prece- 
ded his turn as dealer. During the past month and a half the entire monetary, bank- 
ing and credit structure of the United States has collapsed. We believe that this 
crash was inevitable. We were in the hazardous position before of attempting to re- 
pair the motor of our plane while still in the air, constantly in fear that our ne- 
cessary tinkering would aggravate the trouble and precipitate the crash. We have 
crashed and lived through it. The propellor is broken and the frame is twisted but 
we can now undertake the repairs with our feet on the ground. If we find it advis- 
able, we may even rebuild the entire plane along lines which the instability of past 
experience might indicate would produce greater safety. 

WHAT CAUSED THE CRASH? 

One man has explained it as follows; "The bank crash was relatively sim- 
ple in its fundamentals. Several times before in the United States we have had com- 
plete suspension of banking. It always grew out of a period in which men bought 
stocks, bonds, property and everything else with the expectation of selling it to 
someone else at a higher price. It was the old “something for nothing’ game with 
the banks furnishing the credit for the big show. Ultimately the wool on the lambs 
begins to get short and the conservative folks more doubtful and the interest or 
carrying charges heavier - crash - and the prolonged period of depression sets in", 
There is a great deal of truth in this statement, although the situation is not so 
simple, nor with rare but glaring exceptions was "the fleecing of the lambs” know- 
ingly engaged in to any great extent by American business. "All the perplexities, 
confusions, and distresses in America", wrote John Adams in a letter to Thomas Jef- 
ferson in 1787, “arise not from defects in the Constitution or Confederation, nor 
from a want of honour or virtue, so much as from downright ignorance of the nature 


of coin, credit and circulation." 


This statement was made during the great depres- 
sion which followed the Revolutionary War but we believe it would apply equally well 
to all of the great depressions from that time to this. What effect has "the nature 
of coin,credit and circulation" had on the post war boom and the present depression? 
THE HISTORY OF THE EXPANSION OF CREDIT IN THE UNITED STATES. 

On pages 134-136, in this issue, the development of our “usable money" 
from 1860 - 1932 is shown. By “usable money" we mean currency in circulation plus 
bank credit, which most of us use far more frequently than actual currency in hand- 


ling our receipts and expenditures. 


It will be noticed immediately that while currency in circulation per cap- 
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ita increased a little more than twice from 1870 to 1928, bank credit per capita in- 
sreased ten and a half times. In 1870, our total "usable money" per capita was ap- 
proximately sixty-one dollars. In 1928 it totaled about four hundred ninety-four 
iollars. Why this tremendous increase in circulating "money"? There are apparently 
two reasons: 

In 1870, commercial life was not as highly organized as at present. A 

large part of our population was living on farms where the home was, to a 
large extent, a self-contained unit, making and consuming its own food- 
stuffs, clothes and fuel. Very little money was required under this sort 
of an economic structure. Total production in the United States was rela- 
tively low at this period and, accordingly, little credit was needed. 

The other reason for the larger amount of money necessary in recent 

years is the difference in price levels in the two periods. In 1928, the 
sost of living in the United States was ninety percent higher than it was 
in 1870. Were all other conditions exactly equal in both years, it would 
have taken ninetv percent more money or bank credit to have taken cure of 
the same transactions in 1928. 
But why has the increase come in bank credit rather than in currency in 
irculation? Here, too, we find two reasons: First, the greater convenience of us- 
ing checks for transferring credit; and, second, the inadequacy in the amount of 
money obtainable if we limit our currency to any reasonable relationship to the gold 
on which it is based. With less than eleven billion dollars worth of monetary gold 
in the entire world, we had more than sixty-two billion dollars of currency and bank 
-redit in use in the United States alone during the boom. Each dollar of gold in 
this country,some of it belonging to foreign governments and merely on deposit here, 
as supporting more than fourteen dollars worth of currency and credit. This has 
been referred to as our “gold-plated standard". 

This credit system works fine in a period when confidence is strong. But 
just as soon as there is a shock to confidence the top-heavy structure topples over. 
Bank credit contracts and "money" becomes very scarce, That is what has happened 
-ecently in the United States. In the last week of March, actual currency in circu- 


lation set a new high record but the contraction of bank credit was so severe that 
"money" was very scarce. 
EMERGENCY CURRENCY ISSUED - 12¢ PER CAPITA 
Each additional billion dollars worth of currency put in circulation in- 
creases the per capita amount about $7.75. According to the latest Treasury report, 


only $15,930,000 of the emergency currency found its way into actual circulation. 
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it is clearly apparent that there is not one-tenth 
re this demand. The fact that enough people in the United 
ise this right last month forced the United States to join the 
which have found it necessary to suspend the gold standard. 


We cannot return 
had it for many months without again risking a complete 
full realization of the fact that on March 15, the United 


short term bonds for $800,000,000, some running five and some 
cipal and interest payable in United States gold coin of the 
ight and fineness. 
PERCENTAGE OF BANKS FAILING - 1865 - 1933. 
The impossibility of maintaining a credit structure of the type we have 
clearly shown by the chart on the bottom of page 136. This 


built since the war is 
chart shows the percentage of all banks in the United States 
1865 to the present, with the percentage for 1935 suggested. 
nal figure for 1933 will be above the top of the chart. It is quite significant that 
we had a larger percentage of all banks fail 
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we have ever had, than failed during any of our worst depressions. When we study 
these figures from the standpoint of the total resources of the banks failing, to 
the resources of all banks, we naturally find that a larger percentage of small 
banks fail than large ones. The record for national banks is also very-.much better 


than the record for other banks but the fact remains that had it not been for a mor- 
torium of some sort, practically all banks in the United States would have failed 
the national run, as it is self evidently impossible to turn a very large percen- 
tage of bank credit into currency, and those banks which stayed open longest would 
have to bear the brunt of the withdrawal. Even so conservative a banker and econo- 
mist as Col. Leonard P. Ayres, Vice President of the Cleveland Trust Co., and former 
resident of the American Statistical Association, says, "It is clear now that we 
need fundamertal changes, not onlv in our banking system, but in our Federal Reserve 
System, and in our money itself". 


We have gone into some detail in an effort to explain this situation be- 
nause we believe that unless fundamental changes are made, permanent recovery is to 


long delayed. We think it probable that an effort will be made to make only em- 
rgency repairs to the business machine and to go back to the monetary and credit 
machinery we found it necessary to leave a month ago. Unless drastic changes are 
made, recovery of any permanent type cannot be expected. 
te; A POSSIBLE REMEDY 


There is a difference of opinion among economists on the cause of our pre- 
sent low prices. One school believes that they are the result of over production and 
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The other school believes that they are due largely to the present val- 
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in serious consideration of this method which all economists,whether for or against, 
admit will be sure and quick. We believe that the result of revaluation would be a 
restoration of business activity in a comparatively short time. Unless gold is re- 
valued, there can be no immediate prospect of a resumption of gold redemption. 


EFFICIENCY WITH WHICH CHECKING ACCOUNTS ARE USED 


The chart on page 137 shows the relative efficiency with which bank depo- 
sits are used in New York City and in 140 cities exclusive of New York. In order to 
thoroughly understand the illusion of the reduction in the amount of money, it is 
necessary to realize that one hundred dollars changing hands rapidly may do more mor 
ey work than a thousand dollars hidden in a mattress or other safe place. In the 
same way, an average of one hundred dollars on deposit in a very active account in 
which checks are being drawn daily and deposits made frequently,may do far more mon- 
ey work than an average of a thousand dollars in an inactive account where both 
checks are drawn and deposits made at very infrequent intervals. Bank credit may be 
hoarded as well as cash. 


This index shows the relationship of the total amount of all checks drawn 
each month to the average total demand deposit for the month. It measures the velo- 
city of turnover of bank deposits or the amount of money work which each dollar of 
bank deposits is doing. It is particularly interesting when considered in connection 
with the amount of bank credit available at different times. 


If both the amount of bank credit and the velocity of turnover is reduced 
at the same time, the resulting reduction in the money work which can be done is 
greatly lessened and money seems to have disappeared. If, for instance, the volume 

f bank credit has been reduced 21% since 1929 and the rate of tumnover 69%. then 
the amount of money work which can be done by the bank credit is 79% x 31% = 25%, or 
a shrinkage in the amount of money work which this money will do of 75%. This insta- 
bility is fundamental in our monetary and credit structure. It, together with the 
changing value of gold is, we believe, one of the fundamental causes of the wild ex- 
tremes of ridiculous inflation in boom times’) and destructive liquidation in periods 
like the present. No exchange system can stand a reduction of 75% in the usable 
volume of its medium of exchange without breaking down. When it breaks down, it 
stops the normal flow of merchandise and creates the impression of over production. 


"Technocrats", convinced of over production, have been prophesying doom in 
each major period of depression during the past two hundred years. The only novelty 
in their more recent utterances is the delightfully impressive obscurity in their 
scientific sounding phrases. We believe that in every period like the present, over 
productive capacity is grossly exaggerated, and too little emphasis put on the fact 
that the real trouble is the breakdown in the machinery of distribution. 


Real Estate Analysts, Inc., believe that the velocity of turnover of bank 
edit is one of the best business indicators obtainable. We are at present at work 
ym a barometer of this sort for Saint Louis. 


MORATORIUM ON FORECLOSURES 


On April 5, 1933, the Judiciary Committee of the House at Jefferson City 
passed unfavorably on the Moratorium Senate Bill 277. This is the bill discussed in 
1 ST ial letter to our clients on March 18th,which provided for possible extensions 
on delinquent deeds of trust to March 1, 1955. This bill was clearly unconstitu- 

ional. References to cases in which both the State Supreme Court and the United 

‘tates Supreme Court had declared similar laws unconstitutional in the past were 
i over to the Real Estate Exchange by Real Estate Analysts, Inc., and were pre- 
i by them to members of the legislature. We believe this had considerable ef- 
in defeating the bill. 


The tables and charts contained in this report are protected by copy- 
right and are restricted to the confidential use of subscribers only. 
The REAL ESTATE ANALYST is published monthly by Real Estate Analysts, 
Inc., Saint Louis, a statistical, analytical and appraisal organiza- 
tion specializing in the application of real estate economics and fun- 
damentals to specific problems. It is not engaged in financing, man- 
agement or brokerage of real estate. 

















Ee 








































































































7° —— | me + | + + on - 140 
i FORECLOSURES |» 
~ —— -}--— + t 120 
3 —_+——_— + Wo 
8 +-—- 4 / 100 
aT THIS MONTH = [28 = —T THI » 
3 00 LAST " 127 ne 
ry rf m YEAR AGO 108 | a 
goo - - | a {00 
i ae ee 
$40, - . iz | —— | 
‘a | 
' | ~~~ 1 Jie 
“ rt 
7 3 124 1925 1926 27 9268 929 930 93 1932 933 ° 
APARTMENT RENTALS: 
Drop during the month.........++. 2.9% 
Drop since first of the year..... 4.2% 
Drop in last 12 months....... ee Pe. | 
Drop from the peak in 1922.......40.0% 
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SINGLE FAMILY RESIDENCE RENTALS: 

Gain during the month........e0+. 0.8% 
Change since first of the year... 0.0% 
Drop in the last 12 months....... 9.7% 
Drop from the peak in 1924.......30.5% 
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URING the month of March, 213 
D marriage licenses were issued in 

Saint Louis. This is the small- 
est number issued in any month since 
March 1882, fifty one years ago. Un- 
doubtedly the bank moratorium and the 
general business uncertainty postponed 
many marriages which would otherwise 
have taken place. This total is inter- 
esting in contrast with the figure of 
669 for March 1921, the highest March 
on record, and with 1515 in June 1920, 
the highest month on record. We are 
now 19,700 marriages short since the 
"marriage depression" started. 
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levels established in the last 
half of last year. Their height during 
the balance of this year may be influ- 
enced by legal difficulties. 

While the moratorium bill was re- 
jected by the State Legislature (see 
page 139 the application of the new 
Federal Bankruptcy law to obligations 
secured by deed of trust is of growing 
importance. It has just been invoked 
a second time in Saint Louis,this time 
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to set aside a sale at which a notice 
to redeem had been filed. 
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HERE has been very little change 
in the level of residential ‘ con- 
struction nor can any be expected 

in thé near future. As long as econom- 

ic conditions necessitate doubling up 
of families, postponement of marriage, 
and movement from urban centers, the 
apparent over supply of residential 
quarters will act as a barrier to all 
speculative building. When these con- 
ditions have been reversed for a long 
enough period an unsuspected demand 
will develop into large proportion and 

a new boom will occur in the construc- 

tion and real estate business. 












TT TT 1 ieee 
P| MARRIAGES 
35 a ace Se ee = ee | a Ce — jas 
_ | Bee 
7 be ttt bh aly 
Le | 
- Ld Ww 4 | i. 
| | 

ae 








- YEAR AGO 15.1 






























‘922 1923 1924 25 1929 1930 193! 932 



































